Michigan Department of Treasury

496 (Re_v.(ib‘f()&} Reset F 3
Auditing Procedures Report

tssued under Public Act 2 of 1968, as amended .

Unit Name  Harber Springs Area Fira Authority County EMMET Typa AUTHORITY MuniCode 247515

Opinlon Date-Use Calendar May 23, 2008 | Audlt Submitted-Use Calendar June 26, 2008 Fiscal Year-Use Drop List 2007

If a local unit of government {authorities & commissions included) is operating within the boundaries of the audited entity and is NOT included in this or any cther
audit report, nor do they obtain a stand-alene audit, enclose the name(s), address{es}, and a description{s) of the authority and/or commission.

Place a check next to each "Yes"” or non-applicable question below. Questions left unmarked should be those you wish to answer
llNoll.

K 1. Are all required component units/funds/agencies of the local unit included in the financial statements and/or disclosed in the
reporting entity notes to the financial statements?

i 2. Doesthe local unit have a positive fund balance in all of its unreserved fund balances/unrestricted net assets?

X 3. Were the local unit's actual expenditures within the amounts authorized in the budget?

% 4. Isthis unit in compliance with the Uniform Chart of Accounts issued by the Department of Treasury?

[X 5. Didthe jocal unit adopt a budget for all required funds?

¢ 6. Was apublic hearing on the budget held in accordance with State statute?

% 7. ls the tocal unit in compliance with the Revised Municipal Finance Act, an order issued under the Emergency Municipal Loan Act,

and other guidance as issued by the Local Audit and Finance Division?

8. Has the local unit distributed tax revenues, that were collected for another taxing unit, timely as required by the general
property tax act?

X Xi

9, Do all deposits/investments comply with statutory requirements including the adoption of an investment policy?

10. s the local unit free of ilegal or unauthorized expenditures that came to your attention as defined in the Bulletin for Audits of
Local Units of Gavernment in Michigan, as revised (see Appendix H of Bulletin.}

X

11, Is the unit free of any indications of fraud or illegal acts that came to your attention during the course of audit that have not
been previously communicated to the Local Audit and Finance Division? (If there is such activity, please submit a separate report
under separate cover.)

X

X 12. Isthe local unit free of repeated reported deficiencies from pravious years?

X 13. Isthe audit opinion unqualified? 14. If not, what type of opinionisit? |NA

% 15. Has the local unit complied with GASE 34 and other generally accepted accounting principles (GAAP)?

X 16. Has the board or council approved all disbursements prior to payment as required by charter or statute?

¥ 17. Toyour knowledge, were the bank reconciliations that were reviewed performed timely?

T~ 18. Are there reported deficiencies? < 19, if so, was it attached to the audit report?
General Fund Revenue: $634,333 General Fund Balance: 1$1,129,872
General Fund Expenditure; 1$161,052 Governmental Activities

Long-Term Debt (see  |$0.00
Major Fund Deficit Amount:} 59,00 instructions):

We affirm that we are certified public accountants (CFPA) licensed to practice in Michigan. We further affirm the above responses have been disclosed in the
financial statements, in¢luding the notes, or in the Management Letter (Reported deviations).

CPA (First Namg) James h':?:] o Cusenza Ten Digit License Number 1101012888
CPA Street Address 923 Spring Street City  Petoskey State MI Zip Code 49770 Telephone 2313474136
CPAFirm Name  Hifl, Schroderus & Co. anrts Street 160 Zoll Street City Harbor Springs LUZip 48740
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Hill « Schroderus & Co., LLP

R TR it byt ek Ry
e ublic Accountants & Consultants ™

“Certitied

May 23, 2008

independent Auditors’ Report

Board of Direciors
Harbor Springs Area Fire Authority
Harbor Springs, Michigan

We have audifed the accompanying financial statements of the Harbor Springs Areca Fire Authority as of
and for the year ended December 31, 2007, as iisted in the table of contents. These finarcial statements
ore the responsibility of the Authority's managesment. Our responsibiiity is o express an opinion on these
finoncial statements based on our audit,

We conducied cur auditin accordance with auditing standards aensrally acceptedin the United States
of Amarica. Those standards require that we plan and perform the audit 1o obtain reasonable assurgnce
about whether the financial statements are free of moterial missiatement. An auditincludes examining,
on a test basis, evidencs supporfing the amounis and disclosures in the financial statements. An cudit aso
includss assessing the accounting principles used and significant esfimates made by management, as
well as evaluating the overall financial siatement wreseniation, We believe that our qudit provices o
recsonable basis for our opinion.

In our opinion, the financial statements referred o above present fairly, in all material respects, the
financial position of the Harbor Springs Arsa Fire Authority as of December 31, 2007 and the resulis of its
operafions and cash flows for the year then snded, in conformity with accounting principles generally
accepted in the United Stales of America.

The Harpor Springs Area Fire Authority has not presented o management's discussion and analysis thet
accounting principles generally accepted in the United States of America has determinad s necessary 1o
supplement, although not required to be part of, the basic financial siatements.

CERTIFIED PUBLIZ ACCOUNTANTS
Fetoskey, Michiganr

G23 Soring Streer + PG Box €95 - Petoskey, M 49770 - Z31-347-4136 + Fax; 237-247-4147 - E-mail: stafimame@he-co.com



Current assets
Cash
Investrments

Accroad interest receivable

HARBOR SPRINGS AREA FIRE AUTHORITY
Statement of Net Assets
December 31, 2007

Assels

Due from otner govermnmental units

Total current assats

Noncunrenf Assets

Capital assetfs

Less: accumulated depraciafion
Totol nonczurrent assets

Total assets

Current Liabilifies
- Accounts poyonle
Cus io other governmental units

Total current liabilities

Nat assets

Invested in capital asse’s

Unrastricted

Toiol net assats

Liabiltties ond Net Assets

Total ligkhilifies and net assets

S2£ ACComPpaTwing rnotes 1¢ financic. staiements.

o]

3 25,0C0
77,007

635

110,000

212,642

1,582,850
[348.225)

1,034,425

5 1,247,267

3 23586
115009

117.395

1.034,£25
95,247

1,129,872

$ 1,247,267




HARBOR SPRINGS AREA FIRE AUTHORITY
Statement of Revenues, Expenses, and Changes in Net Assets
Year Ended December 31, 2007

Operafing revenue
Charges for sarvicas

Operating expenses
Opergtion and maintenance
Depreciaticn
Total operating expenses
Operating income {loss)
Nonoperating revenues
Interest revenuss
Grants and coniributions
Total nonoperating revenues
Netloss before capltal grants and contributions
Capital granis and contribuiions
Change in naf assefs

Total net assats - beginning

Total net assets - ending

02

ee acoomoanying notes 1o Tinancial statements,

[ ¥l

110,600

107,215
53.837

161,052

(51,052)

18,841
122,500

148,341

97,289

375,992

473,281

656,591

$

1,129,872




HARBOR SPRINGS AREA FIRE AUTHORITY
Statement of Cash Flows
Year Ended December 31, 2007

Cash flows from operafing activities
Cash receipts from customers ) 110,000
Cash payments 1o suppliers for goods and services {111,505)

Ner cash provided [usad) oy
cperating activities {1,505

Cash fiows from non-capital financing activities
Operaiing grants received 12%2.500

Cuash flows from capital and related

financing activities
Contributed capital 375992
Purchase of capital assets {859,578)
Nat cash provided {used) by capital and
reiated financict activities [483,534]
Cash flows from investing acfivities
Purchase of invesiments {77.007)
Interast 18,841
Net cash provided [used) by investing activiiies 158,164)
Nzt increase (decrease) in cash {413,757,
Caish, beginning 438,757
b 20,000

Cash. ending

Reconcliliatien of cperafing income {loss) to nat cash
provided (used) by eperating aciivilies
Operating income (10ss) 3 {5%,052]
Adiustments 10 nef cash providad by operating

aclivilies:
Depraciation 53,837
Changs i assets and liabilities:
Incregse (decrease) in accounts payabie 2,386
{Increase} decrease in prenoid expenses 10,000
635

[Increase) decrease in accrued expense
fincrease} decrease due from other
governmantal unifs -
ircragse idecregss] dus o other
(160411

covarmenial unirs

iotal adiusiments

Nt cash provided {usaed) oy operaiions

tae ozoorpanving notes io financicl siatements.



NOTE 1:

NOTE 2:

HARBOR 3PRINGS AREA FIRE AUTHORITY
NOTES TO FINANCIAL STATEMENTS
December 31, 2007

THE REPORTING ENTITY

The Harbor Springs Area Fire Authority [ihe "Autnority') was created as a  corporate
instrumentality in 1992 under provisions of Act 57, Michigan Public Acts of 1988. The local
governments comprising the Authority incluae the City of Harbor Springs, Little Traverse, West
Traverse and Pleasantview Townshios. The Authority provides fire protection, equipment and
services to these municipaiifies. The Authority is not included in any other govemmental
‘reporiing eniity” as defined by GAS3 14, since none of these governmental units appoint a
majority of the Authority's board, the board members have decision making authority, the
authority to seirates, the power fo designate management, the ability o significantly influence
operations and primary accountability for fiscal matters,

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Fnancial Reporting - The accompanying financial siatements have been prepared using the
economic resources measurement focus and the accrual basis of accounting and reflect
transactions on behalt of the Authority, the reporting eniity, The Authority accounts for ifs
operations as an enterprise fund. Operaiing revenuss and expenses result from providing fire
protection services to member communities. Al other revenues and sxpenses are reported as
rnon-operating revenues and expenssas.

Under GASB Statement No. 20, Accounting and Financial Reporting for Froprietary Funds and
Other Govermnmental Activities That Use Proprietary Fund Accounting, the Authority has adopted
the opfion 10 apply only those Financial Accounting Standards Board [EASB} staterments and
interpretations issued before November 30, 1989 that do not conflict with or coniradict GASS
proncuncements, Only GASB pronouncemenis issued affer this date wilt be followed,

Capital Asseis - The bullding, equipment and vehicles are recorded at cost. The vehicles are
peing depreciaied under the siraight-ine method over fheir estimated usetul lifs of 15 vears; the
other fixed assefs are being depreciated over their shorter estimaied useful lives using the
sfraight-ine meihod.

The Auihority has not formally adopted a capitalization poicy. Assets with a useiul iife of over 1
year continue 1o be capitalized. Provisions for depreciation aggregating $53,837 in 2007 have
oeen recorded in the statement of Revenue, Expenses, and Changss in Net Assets.

Capital Grants and Confributions - Capital grants awarded the Authority and confributions from

member unifs tc defray capiial acquisiion costs are recorded as capitol grants and
contributions,

Reparr and Maintenance - Repair and maintenance expenses are charges against operaiions
when inzurrad.,

h



NOTE 2:

NOTE 3:

NOTES TO FINANCIAL STATEMENTS - CONTINUED
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES —~ CONTINUED

Fingncial Statement Estimaies — The Authority uses estimates and assumptions in preparing
financiat siafemants in accordance with generally accepted accounting principles. Thoss
sstimates and assumptions affect the reported amounts of assets andliabiiities, the disclosure of
confingent assets and abiiifies, and fthe reporfed revenues and sxpenditures. Actual resulis
could vary from the estimaies that were assumed in preparing the financial siatements.

CASH AND INVESTMENTS

State statutes and the Fire Authority's investment policy authorize the Fire Authority to make
deposits in the accounts of federally insured panks, credit unions, and saving and ioan
assocications that have an office in Michigan: the Fire Authority is allowed to investin U, S, Treasury
or Agency oblfigations, U. 5. government repurchase agreements, bankers' acceptances,
commercial paper rated prime at the time of purchase that maiures not more than 270 days
after the cate of purchase, mutual funds, ond investment pools that ars composed of
authorized investment vehicles, The Fire Authority's deposits are in accordance with stotutory
authority.

Cusiodial Credit Risk - Deposits, Custodial cradit risk is the risk that in the event of o bank failure,
the Authority's deposits may not bs returned to f. At year-end, the carrying amount and the
bank balance of the Authorily's deposits was $25,000, of which $25,000 was covered by fadsral
deposifory insurance. State stafutes prohibit security in the form of collateral, surety bonds or
another form be faken for tha depcsit of public funds.

Credit Risk — Investmenis. At year-end the Authority's investment in Michigan Governmenial
Money Markei Fund of $77,007 was rated AAA by Moody's Investors Services.



NOTES TO FINANCIAL STATEMENTS — CONTINUED

NOTE 4: CAPITAL ASSETS

NOTE &

A summary of Capifal Assets at December 31, 2007 foliows:

Halance Balancze
Jan, 1, 2007 Additions Dejafions Dec. 31, 2007
Assefs rot Deing deprecicied:
Canstruction in prograss 3 5492 % - 3 5692 % -
Capital gssets beaing depreciated:
Buildings and ‘mprovements 299446 301,999 - 331,945
Equiprment 687,634 363.271 - 1,250,905
Subictal 717.580 B4E. 270 - 1.582.850
Less acoumulated depreciation:
Buildings and improvemsnts 7.AB4 2792 - 10,444
Fauipmrent 486,734 51,045 - 537,779
Subictal 494,388 53.837 - 548,225
Nai cazital assets being deprecicted 223,192 811,433 - 1,034,625
Nzt capiicl gssefs § 228884 % B11.433 % 5,492 % 1,034,625

RISK MANAGEMENT

The Authority is 2xposed to various risks of loss related fo torts, theft of, damage o and
destruction of assets: errors and omissions; injuries 1o employess and naiural disasters,

The Authority belongs to the Michigan Municipal Liability and Property Pool, a public enfity risk
pool curently ocperaiing as a commen risk management and insurance program for various
municipalifles throughout the state, The Authority pays on annual premium for its general
insurance coverage. Tne pool is self-sustaining through member premiums and reinsures
through commercial companies for claims in excess of $500.0600 for each insured event.
Although the Authority could be assessed chargas beyond the annual premium, the likelinood
of receiving such an assessment is minimal. Settled cicims have not excesded coverage in
any of the past three vaars,



